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1 REBUTTAL TESTIMONY OF

2 JEFFREY KING

3 ON BEHALF OF

4 AT&T COMMUNICATIONS OF THE SOUTHERN STATES,

5 INC. AND

6 MCI WORLDCOM, INC.

7 DOCKET NO: 990649-TP

8

9 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS

10 AND TITLE.

ii A. My name is Jeffrey King and my businessaddressis 1200

12 PeachtreeStreet,N.E.,Atlanta, Georgia30309. I am employed

13 by AT&T asaDistrict Managerin the Local Services& Access

14 Managementorganization.

15 Q. BRIEFLY OUTLINE YOUR EDUCATIONAL

16 BACKGROUND AND BUSINESS EXPERIENCE IN THE

17 TELECOMMUNICATIONS INDUSTRY.

18 A. I receiveda Bachelorof Arts degreein BusinessAdministration

19 with a concentration in Industrial Administration from the

20 University of Kentucky, Lexington, KY, in 1983. I joined

21 AT&T’s AccessInformation Managementorganizationin April

22 of 1986developingandtestingtheorderingandinventoryAccess

23 Capacity Management System (ACMS) for electronically
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1 interfacing High Capacity accessorders with incumbentlocal

2 exchangecarriers(ILECs). I workedcloselywith the Ordering&

3 Billing Forum (OBF) to insure industry standardspecifications

4 were implementedand enforced by quality control edits to

5 maintainthe integrity ofthe data. Ij oinedtheIntegratedAccess

6 PlanningandImplementationorganizationinAugustof 1990 and

7 performedthe national ACMS User Representativerole for

8 implementing Business Unit requirements, enhancements,

9 Methods & Procedures,and training. This work function also

10 required subject matter expertise of the processesto plan,

11 provisionandutilize specialaccesscircuitsandfacilities in order

12 to optimize the effectivenessof AT&T’s operational support

13 systems(OSS) to managetheseprocesses.I joined the Access

14 Managementorganizationin Decemberof 1992 and managed

15 customer/supplierrelations on Interstate accessprice issues,

16 including accesschargeimpactsandtariff, terms andconditions

17 analysis,with BellSouth Telecommunications,Inc. and Sprint

18 LTD. In addition,my responsibilitiesincludedILEC coststudy

19 analysis.

20 I begansupporting AT&T’s efforts to enter the local

21 services market with the implementation of the

22 TelecommunicationsAct of 1996. In particular, I support

23 AT&T’s efforts to obtain cost-basednon-recurringrates for
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1 AT&T’s requestsof unbundlednetwork elements(LINEs) from

2 ILECsby analyzingILEC non-recurringcoststudiesandutilizing

3 theAT&T/MCI Non-RecurringCostModel. I also interfacewith

4 subjectmatter experts(“SMEs”) on the efficient processesand

5 practicesof ordering and provisioningUNEs basedon a least-

6 cost, forward looking telecommunicationsinfrastructure. My

7 organizationalso supportsthe cost models, suchas the HAl

8 Model, to developthe recurringcosts(i.e., capitalexpenditure)to

9 efficiently supportthetelecommunicationsinfrastructure.

10 Since July 1998 my additional responsibilitiesinclude

11 analyzingILEC costs and recommendingall cost-basedprices

12 chargedby ILECs. My responsibilitiesalso include managing

13 accesschargespaid by AT&T to ILECs in the nine state

14 BellSouthterritory. Specifically, I advocatecost-basedratesfor

15 accessto theILECs’ networksfor thepurposeoforiginatingand

16 terminating local and toll traffic. Indeed,UNEs comprisethe

17 sameelementsof the telecommunicationsnetwork asofferedby

18 BellSouth,andotherILECs, for accessservices.

19

20 Q. WHAT IS THE PURPOSEOF YOUR TESTIMONY?

21 A. On behalfofAT&T andMCI WorldCom, Inc. I ampresentingin

22 Exhibit JAK-1 a total summary of the Unbundled Network

23 Element(UNE) recurringandnon-recurringratesrecommended
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1 for interconnectionwith BellSouth. I am also testif~iingon the

2 necessarymodificationsto thecostmodelsof BellSouthin order

3 to producecompetitivelyefficientnon-recurringrates.

4 Q. HOW IS YOUR TESTIMONY STRUCTURED?

5 A. I addressthefollowing subjects:

6 RECOMMENDEDUNE RATES FORBELLSOUTH 4

7 COSTMODELS 5

8 COSTMODEL ASSUMPTIONS 5

9 NON-RECURRINGCOSTS 8

10

RECOMMENDED UNE RATES FOR BELLSOUTH
11

12 Q. WHAT RECURRING AND NON-RECURRING RATES

13 (INCLUDING DEAVERAGED RECURRING LOOP

14 RATES WHERE APPROPRIATE) SHOULD BELLSOUTH

15 BE PERMITTED TO CHARGE?

16 A. Exhibit JAK-1 containsa summaryof the recurring and non-

17 recurringratesdeterminedto betterrepresenttheceiling for rates

18 that BellSouthshould be permittedto chargeAlternativeLocal

19 ExchangeCarriers(ALECs) for the purposeof interconnecting

20 andprovidingcompetitivecommunicationservicesto over6.8M

21 Floridaaccesslines.

22
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COST MODELS

2 Q. WHAT COSTING MODEL WAS USED TO DEVELOP

3 THE RECURRING AND NON-RECURRING RATES

4 THAT AT&T AND MCI WORLDCOM ARE PROPOSING

s IN THIS PROCEEDING FOR BELLSOUTH?

6 A. AT&T andMCI WorldComhavechosento useBellSouth’scost

7 model to develop the UNE rates, including UNE combination

8 rates, in this proceeding. Specifically I rely on the BellSouth

9 Cost CalculatorVersion 2.3 filed by BellSouth in DocketNo.

10 990649-TP and necessarymodifications to the inputs and

11 operationofthatmodel.

12

COST MODEL ASSUMPTIONS
13

14 Q. PLEASE DESCRIBE THE BASIS FOR THE

15 RECOMMENDED CHANGES MADE TO BELLSOUTH’S

16 COST MODEL?

17 A. Changesto BellSouth’s cost studies are necessaryin order to

18 conform to non-discriminatorycosting principles and efficient

19 provisioningofthe affectedUNEs. I rely on a numberofSubject

20 Matter Experts (SMEs). The principal SMEs have also filed

21 testimonyin this proceeding:
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1 • Witness Brian Pitkin analyzed the BellSouth

2 TelecommunicationsLoop Model© (“BSTLM”) and the

3 BellSouthCost Calculator©(“BSCC”). This is the first cost

4 proceedingin which BellSouthhasintroducedthis study and,

5 as such,requiredextensivereview. Many of the model’s

6 modifications are already under considerationfor future

7 BellSouthreleases.

8 • WitnessJohn Donovanprovides technical supportfor least-

9 costforward-lookingnetwork investmentand designchoices

10 of the telecommunicationsinfrastructure, including the

11 capabilitiesofthis networkto beefficiently provisioned.

12 • WitnessCathyPittsprovidestechnical supporton switching

13 costs.

14 • Witness Dr. Brenda Kahn addressessub-loop IJNEs. In

15 particular, she analyzesefficient accessto multi-dwelling

16 units.

17 • Witness Greg Darnell addressesBellSouth’s shared and

18 common costs, as well as the developmentof expenseand

19 plant-specificcost factors. In addition, I am applying the

20 weightingssponsoredby witnessDamell for the deaveraging

21 ofBellSouth’srecurringlooprates.

22 • WitnessJohn.Hirshleiferis recommendingthe costof capital

23 input data.
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1 • Witness Mike Majoros is recommendingthe depreciation

2 input data.

3

4 Q. PLEASE DESCRIBE THE RECOMMENDED CHANGES

5 MADE TO BELLSOUTH’S COST MODEL INPUTS AND

6 ASSUMPTIONS?

7 A. In addition to the non-recurring analysis I discuss later, I

8 recommendthat you take note of the testimony filed by the

9 witnessespreviously mentioned to obtain greater detail of

10 necessarycostmodelmodificationsandthesoundlogic for these

11 modifications. Exhibit JAK- 1 containsthe total resultsof the

12 proposedmodifications. An electronic copy of BellSouth’s

13 modified cost modelsand the input files that were utilized to

14 developthe recommendedUNE ratesis attachedasExhibit JAK-

15 4 (BellSouth). Underlyingthemesinclude:

16 • Least-costengineeringdesign,including investmentchoices;

17 • Forward-looking, yet currently available and deployed,

18 technology;and

19 • Non-discriminatory,including competitiveefficiencies such

20 as direct accessto OSS and removal of workgroups and

21 activities that the ILECs’ own retail operations do not

22 experience. In otherwords, ALECs must only incur costs

23 whichtheILEC would incurusingaforward lookingnetwork
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1 architectureand efficient OSS orelsetheALEC is burdened

2 with an excessivebarrier to entry and the ILEC hasno

3 incentiveto becomeefficient

4

NON-RECURRING COSTS
5

6 Q. HOW DO NON-RECURRING RATES DIFFER FROM

7 RECURRING RATES?

8 A. Non-recurring cost activities are those that only benefit the

9 ALEC requestingtheelements.If theactivity beingperformedis

10 a one-timeactivity, but hasthepotentialto benefitfutureusersof

11 a particulartelecommunicationsfacility, the costsof the activity

12 should becharacterizedasrecurring. The costof constructinga

13 loop is one suchexample. Properallocationofone-timecostsis

14 particularlyimportantin a competitiveenvironmentwheremore

15 thanone local exchangeaccesscarrier (including the Incumbent

16 LEC, AlternativeLEC or DataLEC) mayuseaparticularfacility

17 at differentpoints in that facility’s lifetime. If all the forward-

18 looking costsof a one-timeactivity benefitingmultiple usersare

19 borneby thefirst telecommunicationsproviderto usethefacility,

20 thenobviouslythe first userwill be forcedto pay more than its

21 fair sharewhile subsequentusersgetafreeride.

22 Recurring rates recoverthe cost, including sharedand

23 commoncost, ofthe investmentandexpensenecessaryto install
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1 andmaintaina quality telecommunicationsnetwork. Thesecosts

2 arethencapitalizedandappropriatelytaxedto earna competitive

3 returnon theinvestmentin orderto derivethechargeablerates.

4

s Q. HOW ARE NON-RECURRINGRATES DEVELOPED?

6 A. Thetheorybehindthe developmentofanon-recurringcostmodel

7 is fairly simple. First, it is necessaryto identify thenon-recurring

8 actions required to provision unbundlednetwork elementsto

9 ALECs. Second,it is necessaryto breakdown eachactioninto

10 the detailed work activities that comprise each action, and

11 determineboth the time necessaryto completetheseactivities

12 and the associatedlabor rates. Finally, it is necessaryto

13 determine,for eachaction, the probability that a particularwork

14 activity will berequiredto providetheaction.

15 The non-recurringcost of a particular action, then, is

16 simply the sum of the costs of eachof the necessarywork

17 activities, calculatedastheproductof (1) the requiredtime, (2)

18 the laborrate,and(3) theprobabilityof occurrenceof eachwork

19 activity.

20

21 Q. WHAT ARE THE NON-RECURRING COSTS FOR

22 BELLSOUTH?
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1 A. Non-recurringcosts are the efficient, one-timecosts associated

2 with establishing, disconnecting or rearranging unbundled

3 network elementspurchasedfrom an ILEC at the requestof an

4 ALEC. The non-recurringcostcomponentsare (1) the required

5 time to perform a particular task, (2) the labor rate for each

6 affected work group that may perform tasks, and (3) the

7 probability of occurrencethat eachwork activity is requiredon

8 anyparticularUNE provisioningorder.

9 On average, manual worktimes should not differ

10 significantly betweencompaniesassumingefficient Operational

11 SupportSystems(OSS) are in place. Probability of occurrence

12 for manualactivities is mainly driven by two factors: (1) OSS

13 fallout and manual intervention and (2) additional work

14 associatedwith copper plant technology versus fiber plant

15 technology.

16

17 Q. PLEASE DESCRIBE THE RECOMMENDED CHANGES

18 MADE TO BELLSOUTH’S NON-RECURRING COST

19 STUDIES?

20 A. Exhibit JAK-3 displays the NRC input worksheetsthat were

21 modified. The affected worksheets also document the

22 assumptionsusedto adjusteachcoststudy.
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1 I have eliminated costs that have no justification in a

2 forward-lookingnetwork architectureand efficient provisioning

3 process. For example, BellSouth introduces unnecessary

4 workgroupsand costsin theALEC provisioningprocess,which

5 BellSouth’sown retail operationsdo not incur. Suchworkgroups

6 as the Local CustomerService Center (LCSC) and the IJNE

7 Center(UNEC)/AccessCustomerAdvocateCenter(ACAC) are

8 intermediarywork groupsnot intendedfor efficient operations.

9 In otherwords, theseworkgroupsarethemiddlemen.

10 I adjustedwork times for certainwork group activities.

11 Most ofthesechangesentailconsistentapplicationof work times

12 betweenindividual UNE studiescoveringsimilar work routines.

13 Fiber technology and the intelligent digital and optical

14 supportequipmentalso provide for remoteelectronicaccessand

is mechanizedefficiencies for installing, disconnectingand re-

16 arrangingTINE andUNE combinations. BellSouthhasassumed

17 100%manualwork by a host of work centers. For thosework

18 groupsthat shouldbe involved if anelectronicmechanizedorder

19 were to “fall-out” of the provisioningprocess,I have assumed

20 BellSouth’saffectedwork centerswill bemanuallyinvolved 10%

21 ofthetime.

22 Activities associatedwith manualassistancedueto errors

23 in the network managementsystemsand databases(Operational
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1 Support Systems)areexamplesof activities that do not benefit

2 the customer. This is becauseefficiently managedsystemsdo

3 not experiencetheseerrors. Most, if not all fallout from the OSS

4 is a resultof mismatchingdatafrom one systemto the other.

5 Maintaining the accuracyof thesedatabasesis a function of

6 normal day to day maintenanceand is recovered through

7 recurring costs. Poorly maintained systems results in higher

8 recurring costs. Such manual activities are a function of

9 embeddedinefficiencies, and result in costs for which ALECs

10 should not compensatean ILEC. Viewed anotherway, the

11 customer(ALEC) did not causethe error, they causedthe ILEC

12 to discover the error and, therefore, should not be penalized

13 throughadditionalcharges.

14

15 Q. DO YOU HAVE ANY ADDITIONAL CONCERNS WITH

16 THE GENERAL OPERATION OF THE BELLSOUTH

17 SPONSOREDCOST MODEL?

18 A. Yes. In particular,BellSouth’scost model is not userfriendly.

19 TheLoop studyrequireshoursandhoursofCPUtime to perform

20. its computations,not to mention the requirementof upgraded

21 state-of-the-art computer technology and software. Many

22 computationswere foundto be in error. Sucherrorsrangefrom

23 incorrectcell referencesto non-existentstudy referencesto hard

12



1 codingof input datato preventpropersensitivity analysis. The

2 other rebuttal witnessesto this proceedingalso point to input

3 assumptionchangesin orderto accountfor network designand

4 technologymix flaws. My point is that the AT&T and MCI

5 WorldCom recurring and non-recurringrate proposalsshould

6 serve as a ceiling for ratesbecausefurther investigationof the

7 model with all so-calledfixes could very well producelower

8 ratesandenhancetheviability ofcompetition.

9

10 Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

ii A. Yes.

13
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1 SUPPLEMENTAL REBUTTAL TESTIMONY OF

2 JEFFREY KING

3 ON BEHALF OF

4 AT&T COMMUNICATIONS OF THE SOUTHERN

s STATES, INC. AND

6 MCI WORLDCOM, INC.

7 DOCKET NO: 990649-TP

8 Q. PLEASE STATE YOUR NAME, BUSINESS

9 ADDRESSAND TITLE.

10 A. My nameis JeffreyKing andmy businessaddressis 1200

ii PeachtreeStreet,N.E., Atlanta, Georgia 30309. I am

12 employedby AT&T as a District Managerin the Local

13 Services& AccessManagementorganization.

14 Q. ARE YOU THE SAME JEFFREY KING THAT

15 FILED REBUTTAL TESTIMONY IN THIS

16 DOCKET?

17 A. Yes.

18 Q. WHAT IS THE PURPOSEOF YOUR TESTIMONY?

19 A. My testimonyaddressesthe proposedrevisedcost studies

20 that BellSouthfiled on August16, 2000. AT&T andMCI

21 WorldCom continue to defend its previous Rebuttal

22 positions,including the rateproposalsfiled by AT&T and

23 MCI WorldComonAugust8, 2000, and haveattemptedto

1



1 apply thosesamesoundassumptionsto BellSouth’srevised

2 coststudies.

3 Q. WHAT COMPLICATIONS HAVE YOU

4 ENCOUNTERED WITH BELLSOUTH’S REVISED

s COST STUDIES FILED AUGUST 16, 2000?

6 A. In this proceeding,AT&T and MCI WorldCom have

7 chosento useBellSouth’s cost studies,with appropriate

8 revisions, to developtheir TINE rateproposal, including

9 TINE combinationrates, in this proceeding. Therefore,in

10 order to remain consistent,and in order to provide the

11 Commissionan “apples to apples” comparisonwith the

12 ratesproposedby BellSouth, we have endeavoredto use

13 BellSouth’snewCostCalculatorVersion2.4 to developa

14 revisedproposalfor cost-basedUNE rates. Unfortunately,

15 time has not allowed us to thoroughly review all of

16 BellSouth’s revisions and their implications on network

17 designandforward-lookingcostingprinciples.

18 AT&T and MCI WorldCom witnessesspentmany

19 hours modifying BellSouth’s Cost CalculatorVersion2.3

20 to properly estimatethe appropriateprices for UNEs and

21 interconnectionas proposedin our original testimony.

22 Unlessotherwisenotedby thesewitnessesin theirRevised

23 Rebuttaltestimony, we standby the network design and

2



1 operational assumptions underlying our revisions to

2 BellSouth’s original cost studies as described in our

3 RebuttalTestimony. However, the applicationsof input

4 andmethodologyassumptionschangewhenusing Version

5 2.4 of BellSouth’sCost Calculator. As the Commissionis

6 aware, it takes a good deal of time simply to run

7 BellSouth’scoststudies. AT&T andMCI WorldComhave

8 not had sufficient time to incorporateall of their revisions

9 to BellSouth’s new cost studies and to re-run the new

10 studieswith thoserevisions in order to include a revised

11 rateproposalin this testimony.

12 As witnessesPitkin and Donovanalso point out,

13 with oneminor exception,BellSouthdid not addressthose

14 issuesidentified in Mr. Pitkin’s meetingwith BellSouthon

15 July 7, 2000, but insteadusedthis re-filing opportunityas

16 an opportunity to substantiallymodify its cost studies,

17 inputs, non-recurringcosts, and to file additional cost

18 studies. Basedon statementsmadeby BellSouthin Florida

19 and elsewhere,AT&T anticipatedthat BellSouth would

20 incorporatemany of the suggestionsmadeby Mr. Pitkin.

21 However, the vast majority of the revisions made by

22 BellSouth have nothing whatsoever to do with the

23 discussionswith Mr. Pitkin concerning improvementsto

3



1 BellSouth’s coststudies. Indeed,it is especiallytroubling

2 that BellSouth included so many revisionsthat were not

3 includedin thosediscussions,while atthe sametime failing

4 to include the vast majority of the revisions that were

5 discussed.

6 Q. HAS BELLSOUTH INTRODUCED NEW UNE RATE

7 ELEMENTS AS A RESULT OF THEIR REVISED

8 COST STUDIES FILED AUGUST 16,2000?

9 A. Yes. BellSouthhasintroducedtwo “new” elements-- the

10 UniversalDigital Channel(“UDC”) and 2-wire DID Ports

11 to be usedin combinations.

12 Q. WHAT IS YOUR RATE RECOMMENDATION FOR

13 THE NEW UNE RATE ELMENTS PROPOSED BY

14 BELLSOUTH DUE TO ITS AUGUST 16, 2000,

Is REVISED FILING?

16 A. The UDC is essentiallyan ISDN Loop. Until AT&T and

17 MCI WorldCom finish its analysisof BellSouth’sVersion

18 2.4 Cost Calculator,I recommendthis Commissionadopt

19 the recurring and non-recurringrates for the 2-W ISDN

20 Digital GradeLoop asproposedon August8, 2000.

21 WitnessPitts addressesthe 2-W DID Port. I am

22 proposinga recurringrateof $3.46 as aplaceholderbased

23 . on her recommendation and will file the final
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1 recommendationupon completion of the analysis on

2 BellSouth’sVersion2.4 CostCalculator.

3 Q. DO YOU ANTICIPATE THAT NON-RECURRING

4 RATES WILL CHANGE AS A RESULT OF

s BELLSOUTH’S REVISED COST STUDIES?

6 A. Possibly, but the analysis of BellSouth’s revised non-

7 recurringcost studiesalso continues. Non-recurringcosts

8 is an areain which BellSouthmadea greatdealof changes

9 to its coststudies,particularlythe inputsusedin thosecost

10 . studies,which have absolutely nothing to do with the

ii changesdiscussedby Mr. Pitkin with BellSouth. As

12 BellSouth witness Caldwell pointed out in her revised

13 Direct Testimony, “BellSouth reviewed all of the

14 nonrecurring inputs for all types of loops to ensure

is consistencyof work time estimatesandthe correctnessof

16 the underlying assumptions.” Part of the analysis I

17 performedon BellSouth’sVersion2.3 CostCalculatorand

18 identified in my Rebuttal Testimony was consistent

19 application of similar work activities. BellSouth has

20 modified severalinputs that affect this work analysisand

21 could result in changesto the non-recurringrates to be

22 proposed. Certainof BellSouth’sproposedmodifications,

23 however,will not affecta changein NRC ratesasproposed

5



i by AT&T andMCI WorldComif the modificationwas for

2 awork group(e.g.,the Local CustomerServiceCenter)that

3 should not be consideredundercompetitively-neutral,non-

4 discriminatorycostingprinciples.

s BellSouth also appears to have modified the

6 structureof its non-recurringcoststudies. As I statedin my

7 rebuttal testimony“the non-recurringcost of a particular

8 action, then, is simply the sumof the costsof eachof the

9 necessarywork activities, calculatedasthe productof (1)

10 therequiredtime, (2) the laborrate,and(3) theprobability

ii of occurrenceof eachwork activity.” BellSouth’srevised

12 studiesnow attempt to accountfor thesevariables. The

13 non-recurringratesI proposedon August8, 2000continue

14 to apply,however,asthe adjustmentsI providedin Exhibit

is JAK-3 alsohaveaccountedfor thesesamevariables.

16 I amalsoconcernedthat BellSouthhasusedthisre-

17 filing opportunity to actuallyincreasemanyof their costs,

18 and thusrates. For TINE elementssuchasthe 2-W Voice

19 Grade Analog Loop (SL2), BellSouth has actually

20 introducednewprovisioningvariablesthat shouldnot even

21 be consideredin a proper forward-looking cost study.

22 Specifically, in additionto the routinework that BellSouth

23 claims a work group (e.g., the UNE Center) performs,

6



1 BellSouth hasnow included work times associatedwith

2 maintenanceroutines, suchas escalationsandjeopardies.

3 Recoveryof anysuchwork activity constitutesdoublecost

4 recovery (actually more, since BellSouth’s maintenance

s loading factor includes cost recovery and BellSouth has

6 recovered3 more times within the non-recurringstudy

7 itself). BellSouthis openlyadmittingthat eachALEC loop

8 order should include paymentof a premiumbecausethat

9 UNE loop could be the one that BellSouth can not

10 provision on time and will require BellSouth to spend

ii additional man-power to resolve issues and satisfy

12 customerexpectations. BellSouth cannot be allowedto

13 create excessivebarriers to competition by forcing its

14 competitorsto pay for BellSouthinefficiencies.

is Q. HOW DO YOU RECOMMEND THIS COMMISSION

16 ADDRESS THE REVISED COST STUDIES FILED

17 BY BELLSOUTH ON AUGUST 16, 2000?

18 A. AT&T and MCI WorldCom recommend that this

19 Commission either reject all evidence submitted by

20 BellSouth in its revisedfiling or allow us to make the

21 corrections identified in our rebuttal and supplemental

22 rebuttal testimony to addressBellSouth’s revised filings
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1 andto addressthoseissuesweweremisleadinto believing

2 would be correctedin this revisedfiling.

3 Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

4 A. Yes.
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